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SUBJ: FTC INVESTIGATION OF DIOR-CHANEL JOINT VENTURE 
TO MARKET PERFUMES IN U.S. 

1. ALAIN CHEVALIER, EXECUTIVE VICE PRESIDENT OF MOET- 
HENNESSY (FRENCH WINE AND BRANDY PRODUCER WITH SUBSTAN- 
TIAL NEW INVESTMENT IN CALIFORNIA) HAS SOUGHT ADVICE OF 
COMMERCIAL COUNSELOR WITH REGARD TO ON-GOING INVESTI 
CATION BY FEDERAL TRADE COMMISSION'S NEW YORK OFFICE 

OF MARKETING JOINT VENTURE IN U.S. BETWEEN MOET- 
HENNESSY SUBSIDIARY CHRISTIAN DIOR PERFUMES CORP. AND 
CHANEL INC. 

2. FTC REPORTEDLY ALLEGES THAT JOINT VENTURE IS IN 
VIOLATION OF SHERMAN ACT BECAUSE CHANEL, WHICH HAS 
EXCLUSIVE MANAGEMENT CONTROL, WILL SET PRICE OF DIOR 
PERFUMES UNDER AGREEMENT WITH MOET-HENNESSY WHICH 
PROVIDES THAT DIOR PRICES SHOULD BE SET AT LEVEL IN 
KEEPING WITH WORLDWIDE PRESTIGE OF BRAND. IN OTHER 
WORDS DIOR WOULD HIT LUXURY MARKET WHILE CHANEL 
AIMS AT MASS MARKET. MOET-HENNESSY POSITION IS THAT 
JOINT VENTURE HAS TOO SMALL MARKET SHARE TO DISRUPT 
OVER-ALL COMPETITION AND IF JOINT VENTURE IS DISSOLVED 
MOET-HENNESSY WILL HAVE TO PULL DIOR OUT OF U.S. 

MARKET THUS DECREASING RATHER THAN INCREASING LEVEL OF 
COMPETITION IN INDUSTRY. ACCORDING TO CHEVALIER, DIOR 
MARKET POSITION IS TOO SMALL TO JUSTIFY INDEPENDENT 
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3. CHEVALIER'S SPECIFIC QUESTION IS HOW SHOULD 
MOET-HENNESSY PROCEED, I.E. WHAT ARRANGEMENT WOULD 
SATISFY FTC CRITERIA AND STILL PERMIT DIOR TO MARKET 
JOINTLY WITH CHANEL. ANY ASSISTANCE DEPARTMENT COULD 
PROVIDE IN OBTAINING CONSTRUCTIVE RECOMMENDATIONS FROM 
FTC ON THIS MATTER WOULD BE HELPFUL TO US IN OUR 
RELATIONSHIP WITH MOET-HENNESSY, WHICH PROMISES TO BE 
INCREASINGLY IMPORTANT REVERSE INVESTOR. 
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